DIRECTORATE GENERAL FOR INTERNAL POLICIES
POLICY DEPARTMENT A: ECONOMIC AND SCIENTIFIC POLICY

Employment and Social Situation
in the USA

STUDY

Abstract
This study provides an overview of the social and employment situation in the US.
The paper has been put together to inform the Delegation of the Employment and
Social Affairs Committee in view of their visit to Washington, USA in April 2017. The
paper looks at the labour market situation in the USA over the last decade, social
protection in the USA, and recent developments in the labor market and social
protection.

IP/A/EMPL/2017-01
PE 602.026

April 2017
EN

This document was requested by the European Parliament's Committee on Employment and
Social Affairs.
AUTHOR(S)
Chris FORDE, Professor of Employment Studies, Centre for Employment Relations Innovation
and Change, Leeds University Business School, University of Leeds, Leeds, LS2 9JT. United
Kingdom.
Mark STUART, Montague Burton Professor of HRM and Employment Relations, Centre for
Employment Relations Innovation and Change, Leeds University Business School, University
of Leeds, LS2 9JT. United Kingdom.

RESPONSIBLE ADMINISTRATOR
Marion SCHMID-DRÜNER
EDITORIAL ASSISTANT
Mirari URIARTE
LINGUISTIC VERSIONS
Original: EN
ABOUT THE EDITOR
Policy departments provide in-house and external expertise to support EP committees and
other parliamentary bodies in shaping legislation and exercising democratic scrutiny over EU
internal policies.
To contact Policy Department A or to subscribe to its newsletter please write to:
Policy Department A: Economic and Scientific Policy
European Parliament
B-1047 Brussels
E-mail: Poldep-Economy-Science@ep.europa.eu

Manuscript completed in March 2017
© European Union, 2017
This document is available on the Internet at:
http://www.europarl.europa.eu/studies

DISCLAIMER
The opinions expressed in this document are the sole responsibility of the author and do not
necessarily represent the official position of the European Parliament.
Reproduction and translation for non-commercial purposes are authorised, provided the
source is acknowledged and the publisher is given prior notice and sent a copy.

The Employment and Social Situation in the USA

CONTENTS
LIST OF FIGURES

4

EXECUTIVE SUMMARY

5

1. INTRODUCTION

8

2. THE EMPLOYMENT AND SOCIAL SITUATION IN THE US
FROM 2008-2016

9

3. THE STRUCTURE OF LABOUR MARKET REGULATION AND
SOCIAL PROTECTION IN THE US

27

3.1. Labour market regulation in the US economy

27

3.2. Social protection in the US economy

31

4. OUTLOOK: POSSIBLE REFORMS UNDER THE TRUMP
ADMINISTRATION

37

4.1. Family benefits

37

4.2. Vocational training

38

4.3. The Affordable Care Act– revisions and the Trumpcare/Ryancare proposal

38

4.4. Fostering of domestic hiring

40

4.5. Employment status of on-demand service providers

40

4.6. State level initiatives

41

REFERENCES

PE 602.026

44

3

Policy Department A: Economic and Scientific Policy

LIST OF FIGURES
Figure 1: Real GDP Growth in the US and EU, 2007-2016.

10

Figure 2: Labour market participation rates in the USA, 2000_2016

11

Figure 3: The Employment Rate in the USA, 2000-2016

11

Figure 4: The Rate of Unemployment in the USA, 2000-2016

14

Figure 5: Youth Unemployment: non-seasonal adjusted 2004-2017

14

Figure 6: Long-term unemployment in the USA, 2000-2016

15

Figure 7: Employment in the temporary help industry, USA,
‘000s of workers, 2007-2017

16

Figure 8: Self Employment in the US, 2000-2015

17

Figure 9: Composition of Self-employment, USA, 2015

19

Figure 10: 10 year growth in employment by industry, USA

19

Figure 11: Employment shares and expected growth,
2004, 2014, and 2024, US

20

Figure 12: Nominal Wage Growth 2008-2017

21

Figure 13: Average wages earned by percentiles of workers, USA.

22

Figure 14: 90th to 10th percentile wage ratios by sector, USA, 2015.

23

Figure 15: The Poverty Rate in the USA.

24

Figure 16: Access to workplace healthcare benefits, by wage percentile,
USA, 2014

34

Figure 17: Access to retirement benefits through employers, USA, 2014

35

Figure 18: Take up of retirement benefits provision for those who have
access to it, USA, 2014

36

4

PE 602.026

The Employment and Social Situation in the USA

EXECUTIVE SUMMARY
The aim of this briefing is to provide an overview of the social and employment situation in
the US, to act as preparation for the Delegation of the Employment and Social Affairs
Committee planning a visit to Washington in April 2017. Further, it serves as input for the
ensuing debates on the impact digitisation has on employment in the Committee.

Employment and social situation
•

Annual growth in Gross Domestic Product in the USA has varied considerably over
the last decade, although average growth has exceeded levels in the EU. The US is
currently in the longest consistent job growth streak in the country’s history, at
76 months. Jobs growth has occured in some areas of the digital economy, however,
the fastest growing job growth can be seen in ‘traditional’ areas of employment.

•

Labour market participation rates, i.e. the share of the working age population at
work or seeking work, have fallen in the US since the turn of the century.
Employment rates in the USA are lower than in Europe and fell during the recession,
although there has been a slight increase in employment rates over the last two
years. The reasons for falling participation rates and low employment rates are said
to: an aging workforce; discouraged workers due to low wage growth, increases in
full-time education, and rises in disability.

•

Unemployment rates have varied markedly over the last 10 years, reaching almost
10 per cent in the US at the height of the recession in 2010, but falling to 4 per cent
at the present time, a figure which is lower than in the EU. In addition, the spread is
is much tighter than in the EU among different states, ranging from 2.7 to 6.8%
(EU 3.4% - 23 %).

•

Nevertheless, like in the EU, young people in the U.S. face specific challenges
such as higher unemployment, skills mismatches and higher turnover. The millennial
generation makes about 40 percent of the unemployed in the U.S. The vast majority
of college graduates do not work in fields that are related to their degrees. One in two
recent college graduates work a job that does not require a college degree. The age
at which young adults on average reach the median wage, across education levels,
increased from 26 to 30 between 1980 and 2012. In addition, young people change
jobs more frequently compared to older cohorts.

•

Part-time employment has remained steady in the USA over the last decade,
temporary help employment has risen. Involuntary part-time employment has
risen since the recession. Further, there are indications that the healthcare reform
under President Obama triggered involuntary part-time employment due to the
threshold of more than 50 full-time workers for provision of health insurance
coverage.

•

Survey data on self-employment portray a mixed picture. Some suggest falls in selfemployment, other surveys indicates rises, particularly in areas where workers are
likely to be participating in self-employment in the gig economy. There have been
notable increases in those working through platforms in the digital economy.

•

According to some measures poverty rates have fallen over the last couple of years,
as have ‘near poverty’. However, there has been a marked rise in the numbers of
‘working poor’. Wage and wealth inequality has also increased. Productivity in
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America grew by 74% in America from 1973 - 2013, with wages for workers only
growing by 9% in the same period. Additionally, there is evidence for a poverty gap
between full-time and part-time employment: only 5% of full-time workers live in
poverty while 25% of part-time workers do.

Labour law and social protection
•

Compared to the EU, the US labour market is lightly regulated. There are laws at
a Federal level, which regulate conditions of employment for many American
employees and workers. These cover wages, family leave, collective layoffs, health
and safety, equal treatment, and employment relations.

•

The US has ratified very few ILO conventions, compared to member states in the
EU.

•

In the area of social protection, the US economy has traditionally adopted a laissezfaire approach, although there are key long-standing protections around social
security (for old-age protection, unemployment, long-term disabilities). Access to
forms of social protection is patchy and varies considerably by income.

•

The Patient Protection and Affordable Care Act (2010) put in place provisions for
extending healthcare protection, particularly for those on low income, in poverty
and/or out of work (Obamacare).

Selected policy initiatives
•

There have been a number of specific initiatives to support the development of
skills in the digital economy. This includes some support for apprenticeships and
training in high-technology and digital skills areas, as well as support for research and
development are evident in the funding of research at American universities and
federal laboratories. The most significant policy initiatives to support the digitalisation
of the labour market have come through continuous investments in the education
system. A significant investment has been made through the TechHire initiative.

•

President Trump has put forward
development and social protection.

•

There is ongoing debate about the use of foreign-born workers in employment,
particularly in high-skill areas. President Trump has sought to tighten up requirements
for the use of H1-B visas, which provide US employers with access to high-skill
foreign born workers, used in high-technology and IT areas in particular. In April
2017, Homeland Security announced new measures to prevent fraud in this field.

•

There is also ongoing debate about the employment status of platform economy
workers, particularly those working through driving/cab platforms such as Lyft and
Uber. Key judgements in state-level actions/cases over 2015 and 2016 have found
that these workers are independent contractors rather than employees, although both
Uber and Lyft have had to pay significant damages to workers in particular states as
a result of these cases.

•

The President´s budget proposal includes massive cuts to research, education and
training such as $9.2 billion in cuts to the Department of Education. Cuts would
include the ending of some of the local TechHire initiatives, if not all of them. Active
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Labour Market Programmes would be similarly affected as the Department of Labor
would have its budget cut by 21% or $2.5 billion.
•

Recent reforms in heathcare (Obamacare) have been debated by the Trump
administration and a repeal and alternative (Trumpcare/Ryancare) was proposed in
March 2017, but has not been passed.

•

A special focus is on family benefits, putting in place tax relief/rebates to cover a
percentage of chidcare costs for working families.

•

There are some actions in the labour and social protection fields that take place at
state level, and this may provide an area for further action. Many states have their
own Minimum Wage, which is above the federal rate. The rate of the minimum wage
is falling in real terms and has resulted in campaigns at local and sectoral levels.
Furthermore, there have been some state level initiatives to seek to ensure that
workers in the gig/platform economy are adequately protected.

PE 602.026
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1. INTRODUCTION
Many have pointed to the rapid changes being observed in labour markets across the world,
and the rise of digitalisation. For some, these changes are seen to be profound, and require
a rethink of the ways in which workers are protected socially. Others have highlighted
elements of continuity in employment relationships, forms of employment and long-standing
challenges of social protection, which are perhaps, simply brought into sharper focus by the
rise of the digital economy. The impact of any transformations vary according to industry and
sector and by region.
The Committee on Employment and Social Affairs of the European Parliament is interested
in the European dimension of the rise of digitalisation, but also the experiences in other
economies, notably the US. In April 2017, a Delegation of the EMPL Committee will visit
Washington to gain a new perspective on the future of work.
There are important differences between the US and EU labour markets, as well as some
similarities. Most notably, the concept of at-will employment has become common law and
is the foundation of employment contracts in the US. 1 The notion of at-will employment will
be covered in more detail in Chapter 3.1. Employment protection and social protection in the
US is generally recognised to be more minimal than in the EU. 2 The US has ratified only 2 of
the 8 ILO fundamental conventions (C105: Abolition of Forced Labour; C182: Worst Forms
of Child Labour Convention) as well as one Governance Convention (C144 Tripartite
Consultation Convention). 3 This means that there are key fundamental conventions that have
not been ratified in the US, including: C029: The Forced Labour Convention, CO87; The
Freedom of Association Convention, C098; The Right to Organise and Collective Barganing
Convention, and C100; The Equal Remuneration Convention. 4 Indeed, overall, the US has
ratified only 14 out of 189 ILO Conventions. 5 Only five ILO member states have ratified 2 or
less core conventions (Myanmar and Brunei Darussalam, Marshall Islands, Palau, and
Tuvalu). All EU member states have ratified at least four of the core conventions, and 138
ILO member states have ratified all eight core conventions. 6
Participation rates in the US labor market are notably lower than in the EU, and have been
falling over the last decade. Both the EU and US labour markets have been impacted by the
global recession of 2009-2011/12, although responses and recovery have varied between
the two. The nature of the labour market - in terms of the composition of employment, wage
levels and wage inequality and the occupational distribution of employment - have all
changed significantly over the last decade. Some of these changes have been shaped by the
digitalisation of the US economy, whilst others are themselves impacting upon the digital
economy.
The aim of this briefing is to provide an overview of the social and employment situation in
the US, to act as preparation for the delegation visit and as input for the ensuing debates in
the Working Group on Digitalisation.

1
2
3
4
5
6

Weissbrodt and Mason (2014):1844
Beyer and Smets (2015): 2; Fisher et al. (2016): 43-46
ILO (2017): 1
Ibid: 1
Weissbrodt and Mason (2014): 1844.
Weissbrodt and Mason (2014): 1845.
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2. THE EMPLOYMENT AND SOCIAL SITUATION IN THE USA
FROM 2008-2016
KEY FINDINGS
This chapter sets out trends in the labour market and in social protection in the USA over
the last decade, covering the period of the Obama administration.
Annual growth in Gross Domestic Product in the USA has varied considerably over the
last decade, although average growth has exceeded levels in the EU.
Labour market participation rates have fallen in the US since the turn of the century.
Employment rates in the USA are lower than in Europe and fell during the recession,
although there has been a slight increase in employment rates over the last 2 years. The
reasons for falling participation rates and low employment rates are: an aging workforce;
discouraged workers due to low wage growth; increases in full-time education; and rises
in disability.
Unemployment rates have varied markedly over the last 10 years, reaching almost 10
per cent in the US at the height of the recession in 2010, but falling to 4 per cent at the
present time, a figure which is lower than in the EU.
In terms of employment forms, part-time employment has remained steady in the USA
over the last decade, temporary help employment has risen. Involuntary part-time
employment has risen since the recession. Survey data on self-employment portray a
mixed picture. Some suggest falls in self-employment, other surveys indicates rises,
particularly in areas where workers are likely to be participating in self-employment in
the gig economy. There have been notable increases in those working through platforms
in the digital economy.
Jobs growth has occured in some areas of the digital economy, however, the fastest
growing job growth can be seen in ‘traditional’ areas of employment.
According to some measures poverty rates have fallen over the last couple of years, as
have ‘near poverty’. However, there has been a marked rise in the numbers of ‘working
poor’. Wage and wealth inequality has also increased.
The US implemented a range of initiatives in the labour market to address the recession,
although recovery from the recession (even though it has been more rapid than in the
EU) has been sluggish.

Digitalisation and the growth of the collaborative economy in the US has occurred against a
backdrop of broader changes in the structure of the labour market over the last decade.
There are key differences, and some similarities between the US and European labour
markets. In this chapter we provide an insight into the main characteristics of the labour
market in the US. This is important in order to understand the dynamics behind the impact
of digitalisation on the US labour market.
Annual growth in Gross Domestic Product in the USA has varied considerably over the
last decade, reflecting turbulent global economic conditions. GDP fell in the USA in 2009 and
2010, although since then, the US economy has recovered well, experiencing growth rates

PE 602.026
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of between 1.5 and 2.5 per cent annually since 2011. 7 These figures compare favourably
to the EU, which experienced a sharper decline in growth at the height of the
recession, and where average annual growth rates in the recovery have typically been below
those of the US economy. 8
Figure 1: Real GDP Growth in the US and EU, 2007-2016.
4
3
2
1
0
-1

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

-2
-3
-4
-5
USA

EU28

Source: Bureau of Labor Statistics annual data; Eurostat

The US is currently in the longest consistent job growth streak in the country’s history,
at 76 months. Jobs growth has occured in some areas of the digital economy, however, the
fastest growing job growth can be seen in ‘traditional’ areas of employment. 9
What about the economic activity of the population of working age in the US? Those of
working age can be split into three components. First, there are those who are employed
(as employees, workers, self-employed). Secondly, there are those that are actively
seeking work – this group is commonly seen in the US (and the EU) as those who are
unemployed (although some definitions of the unemployed do include some people who are
not actively seeking work). Thirdly, there are those of working age that are neither in
employment, nor actively seeking work – these are described as being inactive in
the labour market.
The Labour market participation rate is a measure of the proportion of the population
of working age that are in either of the first 2 categories above, in other words,
they are employed, or are actively seeking a job. Labour market participation rates
have plateaued in the US since the turn of the century, and a marked decline in participation
in the labour market can be seen during the economic recession. Participation rates have
begun to increase for men and women since 2014, perhaps reflecting the growth in new
jobs over the last two years.

7
8
8

9

Bureau of Economic Analysis (2016): 3
Bureau of Economic Analysis (2016): 3
Eurostat (2017): 1.
Davis (2017)
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Figure 2: Labour market participation rates in the USA, 2000-2016
80,0
75,0
70,0
65,0
60,0
55,0
50,0
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
All

Men

Women

Source: Bureau of Labour Statistics annual data

The employment rate is a measure of the proportion of the population of working
age who are in employment. It is lower than the participation rate, because it does not
include those who are unemployed. This employment rate fell during the recession but
has risen gradually in the US since 2010. In 2015, looking at those of working age, 69
per cent of men participating in the labour market were in employment, whilst the figure or
women was 56 per cent (with overall employment rates being 63 per cent). These figures
compare to employment rates of 75 per cent for men in the EU, and 64 per cent for women
(with overall employment rates being 70 per cent) (Eurostat, 2015). 10
Figure 3: The Employment rate in the USA, 2000-2016
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It is possible for the employment rate and the participation rate to be moving in
the same or opposite directions, although often, they do move in the same
direction. The numbers of those in employment may rise or fall (depending on new job
creation, for example) and the numbers who are actively seeking work may also rise and fall
(some workers may decide not to actively seek work, because they perceive there are no
jobs, or they are in full-time education, or they take early retirement, or they are long-term
sick, or disabled). The third component of the population of working age – the number and

10

Eurostat (2015): 1.
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proportion of workers who are inactive in the labour market - is also a factor here, as people
can move from employment or unemployment to inactivity, and vice versa.
The issue of falling participation rates and falling employment rates (the latter during
the economic recession), have been the subject of much interest and speculation. Some have
argued that the declining rates of participation reflect ‘discouraged workers’ who exit from
the labour market (permanently) in the face of spells of unemployment, fewer available jobs,
and with those jobs that are available during the recession being of relatively poor quality. 11
Others suggest that falling participation rates reflect an ageing workforce and higher
levels of retirement amongst American workers over the last decade. 12
A larger share of the U.S. population is certainly now retired compared to a decade
ago (17 per cent in 2015, compared to 15.5 per cent in 2006). 13 However, commentators
have pointed to the fact that the share of people aged 55 to 64 who retired actually fell from
20 to 16 percent from 2006 to 2014. 14 Another factor shaping non-participation in the labour
market is a rise in those in full-time education over the last decade. The share of nonworking students increased from 5.8 percent in 2006 to to a peak of 7.1 percent in 2012 and
has fallen only slightly since then; it comprised mostly individuals younger than 35. 15
There has also been a rise in the number of those of working age with disabilities, and
these wil be seen as inactive in the labour market. 16 As a percent of the U.S. workingage population, nonparticipation due to disability has increased, on average, by by 0.1
percentage points annually over the past decade or so, reaching 3.6 per cent of the labour
force, or 9 million workers in 2014, with only a little evidence of cyclicality. 17 This suggests
a long-term effect of the recession on participation in the labour market, particularly due to
a rise in those classified as long-term disabled and unable to work.
There has also been a fall in participation rates amongst the lower-educated and
those with fewer skills. This is particularly notable amongst prime-age males. Looking at
long-term trends, prime males (25-54) had a participation rate of 98 per cent in 1954, yet
this had fallen to 91 per cent in 2006, and further to 88 per cent in 2016. 18 In 1954, some
98 per cent of prime-age, college-educated men participated in the workforce, compared
with 97 per cent of those with a high-school degree or less. By 2006, the rate for collegeeducated men had fallen to 96 per cent, and fell again to 94 per cent by 2015. 19 Yet, the
falles were much shaper for those without a college degree, to 86 per cent in 2006, and 83
per cent in 2015. 20 Much of the fall then, has occured over the long-term, but there have
been notable falls in prime age male participation in the last decade. At least part of the
reason behind the fall in demand for lower-skilled labour over the Obama years is the drop
in manufacturing jobs resulting from technological change. Technological change may favour
some workers with high skills more than others, leading to a ‘disappearing middle’ of
opportunities for people with middle or lower skills, although there is debate over the size
and impact of these trends. 21 This fall in prime age participation rates, in low-skilled work in

11
12
13
14
15
16
17
18
19
20
21

De Long and Summers (2012): 6
Jacobs (2015): 1
Schrager (2015): 2
Shrager (2015): 3.
Shrager (2015): 3
Plumer (2013): 1
Aaronsen et al (2014): 201.
Fleming (2016): 1; Council of Economic Affairs (2016): 7
Council of Economic Affairs (2016): 8
Council of Economic Affairs (2016): 7
Fleming (2016): 1; see also Acemoglu and Autor (2011): 6-9; Michaels et al. (2013) for debates about the
impact of technological change on jobs
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particular, does suggest that any alleged benefits of the flexible labour market in the USA
are also unevenly distributed amongst different groups.
Digitalisation may also impact on employment and participation rates. Digitalisation may
lead to the creation of new jobs in some sectors, and these may increase employment rates
for some groups, for example skilled workers in technical sectors. Digitalisation may however
also lead to the displacement of some jobs, with workers being displaed by technology in
some sectors. 22
The share of the U.S. civilian labour force that was foreign born has increased to nearly
17 per cent in 2015, up from 14.5 per cent in 2006. 23 The labour force participation rate of
all those of working age who were foreign born (often described as migrants) was 65.2
percent in 2015, down from 66.0 percent in the prior year, but up from 62 per cent in 2006. 24
The participation rate of foreign-born men was higher than that for US-born men,
at 78.2 percent in 2015. In contrast, a lower proportion (52.9) percent of foreign-born
women were labour force participants in 2016.
Looking at participation rates by ethnicity (taken from a question in the Current Population
Survey about ethnic origin) Hispanics (66.1 percent) had the highest labour force
participation rates. Participation rates by race (taken from a question in the Current
Population Survey where respondents can choose from the following categories: white ; 2)
black or African American ; Asian ; Native Hawaiian and other Pacific Islander ; American
Indian or Alaska Native), those identifying as Black (61.2 percent) had the lowest
participation rates whilst the participation rates were 63.6 percent for Asians and 63.1
percent for those identifying as White (numbers for the other two cateogires are low, meaning
that statistically representative proportions are not typically calculated). 25
The unemployment rate in the US has generally been below that of the EU since 2000,
with the exception of the recessionary period. The unemployment rate is a measure of those
who are without a job, as a proportion of the labour force (those employed and unemployed).
Those who are unemployed are defined as those without a job, who are available for work
and who have actively sought work in the last 4 weeks. 26 Importantly, then, the measure of
the unemployed excludes those who are defined as ‘inactive’ in the labour market. As Figure
4 shows, in 2000, unemployment was around 4 per cent (for all, men, and women), which
was less than half the rate in the EU (9.2%). 27 The unemployment rate increased rapidly in
2007-2009, and stood at 9.6 per cent in 2010, a similar level to the EU (European Parliament,
2016).
The fall in unemployment in the US since 2010 has been more rapid than in the EU.
By 2016, unemployment levels for all workers in the US were approaching 4 per cent
(compared to 9.6% in the EU) (Eurostat, 2017). However, it is important to recognise that
there are considerable variations across individual EU countries in unemployment levels. The
spread is is much tighter in the U.S. than in the EU among different states, ranging from 2.7
to 6.8% (EU 3.4% - 23 %).

22
23
24
25
26
27

See Rotman (2013): 1; European Parliament (2016: 24).
BLS (2016): 2; Migration Policy Institute (2016): 1.
BLS (2016): 2; Terrazas (2011): 6
BLS (2015): 3.
Bureau of Labor Statistics definition, see : https://www.bls.gov/cps/cps_htgm.htm#unemployed
European Parliament (2016)
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Figure 4: The Rate of Unemployment in the USA, 2000-2016
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Historical data for youth unemployment are presented in Figure 5. The rates for youth
cover those aged 16-24. While the data presented are non-seasonally adjusted, it is
important to recognise that the youth labour market is highly seasonal. The youth labor force
grows significantly every year between the months of April and July, as large numbers of
high school and college students enter the labour force to look for summer jobs, while those
graduating at degree level search for or find a permanent job.
Figure 5: Youth unemployment (Non-seasonal adjusted, per cent), 2004-2017
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Figure 5 also presents the most recently available data on youth unemployment, for
February 2017, and compares this with the corresponding month going back to 2006. This
allows for an evaluation of the impact of the crisis on youth unemployment. In February
2017, 9.1 per cent of those aged between 16-24, either looking for work or in work,
were classified as unemployed. This represents a sharp decline on the previous year,
when 10.8 per cent were unemployed. The data show that prior to the crisis, in 2007, 10.9
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per cent of youth were unemployed. This rose, year-on-year, to a peak in 2010 of 19.2 per
cent. Since 2010 youth unemployment has gradually declined every year. The February 2017
data at 9.1 per cent is lower that the levels of youth unemployment prevailing prior to the
economic crisis, and is the lowest unemployment level since December 2000, when 8.3 per
cent of 16-24 year olds were classified as unemployed.
Youth unemployment is higher at the present time in the EU than the US, standing
at 19.7% in 2016. 28 The economic crisis, has severely hit the young in the EU, with 23.7
per cent being unemployed at the peak of the recession in Janaury 2013, and recovery of
jobs for the young has been slower than in the US. 29
Nevertheless, like in the EU, young people in the U.S. face specific challenges such as
higher unemployment, skills mismatches and higher turnover. The millennial generation
makes about 40 percent of the unemployed in the U.S. The vast majority of college graduates
do not work in fields that are related to their degrees. One in two recent college graduates
work a job that does not require a college degree. The age at which young adults on average
reach the median wage, across education levels, increased from 26 to 30 between 1980 and
2012. In addition, young people change jobs more frequently compared to older cohorts. 30
Long-term unemployment is defined differently in many countries, although a commonly
used measure is those who have been without a job for more than 52 weeks. By this measure,
in 2016, 17 per cent of those who are unemployed in the US were in long-term unemployment
(Figure 6). This figure has fallen from 25 per cent in 2011, reflecting the more buoyant labour
market conditions since this time and the growth in job creation. 31 In the EU, 20 million
workers were unemployed in 2000, a figure which rose to 26.5 million in 2013, and which
has fallen to 20 million by January 2017. 32 Nearly half of Europe's 20 million unemployed
have been jobless for over a year. Over 12% have not worked for more than four years. 33
Long-term unemployment has been most acute in southern Europe. More than 60% of jobless
Italians have not worked in over a year, for example, whilst in Greece the rate is over 70%.
Figure 6: Long-term unemployment in the USA, 2000-2016
52 weeks and over;
17%

Less than 5 weeks;
30%

27 to 51 weeks, 8.8%

5 to 14
weeks,
28.7%

15 to 26 weeks,
14.9%
Source: Bureau of Labor Statistics
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The composition of employment in the USA has also altered over the last decade. Parttime employment accelerated in the US between 2007 and 2010, peaking at 20.1 per
cent in January 2010. The latest data, over seven years later, is only modestly lower at 18.1
per cent. 34 Women are more likely to be in part time employment (26%) compared to men
(12.4%) in 2016. However, involuntary part-time employment – those workers who are
in part-time employment but who report that they would like to work additional hours – has
increased over the recession, and has not fallen significantly since. In 2008, the involuntary
part-time work rate was just under 3% of the labour force. In 2010, involuntary
unemployment reached 5.5% of the labour foce, and by 2015 it stood at 4.2% of the labour
force, much higher than the pre-recession rate. Further, there are indications that the
healthcare reform under President Obama triggered involuntary part-time employment due
to the threshold of more than 50 full-time workers for provision of health insurance
coverage. 35
Workers in the digital economy and working via collaborative platforms are said to
be more likely to be found working via temporary work agencies, or via selfemployment. 36 As a pro-cyclical sector, temporary help work has increased sharply since
2011, as the US recovered from the economic recession. By 2016, 2 per cent of the workforce
was employed in jobs through the temporary help industry. 37 Three-quarters of temporary
help assignments are full-time 38.
Figure 7: Employment in the temporary help industry, USA, ‘000s of workers, 20072017

Source: Bureau of Labor Statistics

By some widely reported measures, self-employment has fallen in the US as a
proportion of total employment. In 2015, 15.0 million people (10.1 percent of total U.S.
employment) were self-employed, 9.5 million, or about 6 in 10, were unincorporated; the
remaining 5.5 million were incorporated. People who are self-employed typically incorporate
their businesses in order to receive traditional benefits of the corporate structure, including
limited liability, tax considerations, and enhanced opportunity to raise capital through the
sale of stocks and bonds.
In 1994, the self-employment rate was 12.1 per cent; by 2015, the rate had declined to 10.1
per cent (Figure 8). According to the Bureau of Labor Statistics, the long-term decline in
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unincorporated self-employment partially reflects an overall decrease in agricultural
employment, (BLS, 2015), whilst falls in both incorporated and unincorporated levels may
reflect a shift to other forms of work. 39
Figure 8: Self Employment in the US, 2000-2015

Source: Bureau of Labor Statistics

However, can these figures be reconciled with widely reported assertions about an
increase in self-employment, both from the late 1990s, and also over the last five years
in particular? Some studies of the collaborative and gig economy have pointed to large
increases in contracting and freelancing, for example. As Fox (2014) notes, part of the issue
may have to do with definitions — the BLS series cited above for self-employment is just
one of a number of ways of measuring self-employment, and some measures are broader in
their coverage. 40 The BLS gets its self-employment totals from the current Population Survey,
which classifies respondents as either employed or self-employed, based on the work they
have done in the last week. This choice excludes a lot of people who are doing independent
work as a second job (or at least, not as their main job) and this may be particularly the case
for those working as self-employed freelancers in the ‘gig’ or collaborative economy. Surveys
of a broader set of independent workers (counting a wider set of working arrangements
where self-employment is commonplace, and where collaborative economy working is likely
concentrated) may thus provide a better estimate of the size of the self-employed
workforce.
One such wider measure is offered by Katz and Kreuger (2015) who draw on their
own RAND-Princeton Contingent Worker Survey (RPCWS), conducted as part of an American
Life Panel Survey. They found that the numbers engaged in alternative work arrangements
(defined as temporary help agency workers, on-call workers, contract company workers, and
independent contractors or freelancers) rose from 10.1 percent in February 2005 to 15.8
percent of the workforce in late 2015. Overall, by Katz and Kreuger’s measures the total
numbers in alternative work arrangements increased by 9.4 million (66.5 percent), from 14.2
million in February 2005 to 23.6 million in November 2015. 41 Notably, those indicating that
they were ‘working or self-employed as an independent contractor, an independent
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consultant, or a freelance worker’ rose from from 6.9 percent of the workforce in 2005 to 8.4
percent in 2015, a proportion and number that is rising over the last decade, in contrast to
the BLS series above.
Further, 0.5 percent of workers indicate that they are working through an online
intermediary, such as Uber or Task Rabbit. These figures, they note, are consistent with
other recent estimates of the (rise) of self-employment work over the last few years. 42 They
call for further research to explore different figures on the self-employed, from BLS data and
‘bespoke’ surveys of the alternative workforce. This point is something that has been found
by commentators at the Congressional Research Service who note that there remains
considerable uncertainty about how to best measure this segment of the labour
force. THey suggest that existing large-scale labour force survey data from the Bureau of
Labor Statistics (BLS) and the U.S. Census Bureau provide some insights, but are ‘imperfect
proxy measures of contemporary gig economy participants’. 43
This analysis by Katz and Kreuger does not look at the numbers who are in alternative
arrangements as their second job. Recent research suggests that the proportion of American
workers with a second job stands at 4.9 per cent in 2014, a figure which has remained steady
since 2010. 44
Returning to the BLS data on self-employment, as a source which does allow us to look in
more detail at the composition of self-employment, it remains dominated by the
construction industry and management and business services where historically many
contracts have been offered on self-employed terms. 45 Reflecting the rise of digitalisation,
and the growth of the collaborative economy, by 2015, professional and related and service
occupations have gained a considerable share in self-employment.
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Figure 9: Composition of Self-employment, USA, 2015

Source: Bureau of Labor Statistics, 2015

However, whilst the rise of the digital and collaborative economy has been identified in a
range of recent studies, it is important to highlight where overall job growth in the economy
has been concentrated over the last decade. Looking at the growth in employment in
particular sectors, some sectors are related to the provision of information services, and
professional services, and are likely to reflect the growth of the digital economy (figure 10).
However, the largest growth areas are in healthcare and accommodation and food
services.
Figure 10: 10 year growth in numbers in employment by industry, USA

Source: Bloomberg, 2015, based on BLS data

PE 602.026

19

Policy Department A: Economic and Scientific Policy

Some of the fastest growing sectors, and those that have seen the largest declines in
employment are also those with large shares of employment in the economy, as Figure
11, below shows. Professional and busness services and healthcare and social assistance
accounted for 14 and 13 per cent respectively of employment in the US in 2014. These
2sectors, accorind to Bureau of Labor Statistics projections are expected to see further
growth in employment shares to 2024.
Figure 11: Employment shares, and expected growth in shares, 2004, 2014 and
2024, USA

Source, Bureau of Labor Statistics data

Turning to wages, there exists a gap between productivity growth and wage growth with
wages lagging behind. Productivity in America grew by 74% from 1973 - 2013 while wages
for workers only increased by 9% in the same period.
Looking at the nominal average hourly earnings for all private-sector workers and for privatesector production/nonsupervisory workers, these have grown since 2007, yet, some have
argued that this nominal wage growth has been relatively flat. One widely cited analysis of
nominal wage growth suggests that it has been stagnant over the last decade, if we assume
that a desirable nominal wage growth rate is 3.5 to four per cent per annum (a rate consistent
with the Federal Bank’s 2 percent inflation target and a stable labour share of income - given
a range of 1.5 to 2 percent trend productivity growth) (see Figure 12). 46
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Figure 12: Nominal wage Growth, US, 2008-2017

Source: Economic Policy Institute (2017)

Most recently, Bureau of Labor Statistics data reveal that US real wage growth has begun to
accelerate over the last year. Average hourly earnings climbed 2.9 per cent from December
2015 to December 2016, marking the swiftest year-on-year growth since the start of the
financial crisis. As noted above, unemployment has fallen in the US, and new jobs have been
created over the last three years, but wages have been far slower to recover.
Turning to wage inequality (figure 13), the gap between weekly wage levels for
those at the top of the wage distribution and those at the bottom has continued to
increase over the last decade in the US, although the rate of increase has slowed, when
compared to the 1980s and 1990s (Bureau of Labor Statistics, 2015). 47 Indeed, in 2013 and
2014, wage inequality (as measured by the average weekly wage earned by the 90th
percentage compared to the 10th) fell slightly.
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Figure 13: Average weekly wages earned by percentiles of workers, USA.

Source: Bureau of Labor Statistics: Spotlight on Statistics, 2015.

Wealth inequality has also increased in the USA over recent years. Wealth is typically
measured as marketable wealth – the difference between assets (financial assets home
equity and other equity) and non-mortgage debt (consumer debt and other debt such as
student loans). 48 Karamcheva (2017) reports that in 2013, families in the top 10 per cent of
the wealth distribution held 76 per cent of all family wealth, families in the 51st to 90th
percentiles held 23 per cent and families in the bottom decile held just one per cent. In 1989,
the respective figures were 67 per cent, 30 per cent and 3 per cent, indicating rising inequality
in wealth over the period. 49 Falling home equity and rises in student debt are seen as key
reasons behind increasing levels of indebtedness, that partly explain the rises in wealth
inequality. 50
As Figure 14 shows, however, wage inequality varies considerably by occupation. In
sectors where digital working is concentrated, inequality levels (measured by the ratio of
monthly wages of those at the 90th percentile compared to the 10th percentile) are high,
with the information and professional/technical services sector being at the top, with ratios
of over 5 (Bureau of Labor Statistics, 2015). 51
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Figure 14: 90th to 10th percentile wage ratios by sector, USA, 2015.

Source: Bureau of Labor Statistics, Spotlight on Statistics, 2015

Finally, poverty levels have increased over the last decade in the US, as measured by the
proportion of the workforce below the poverty threshold measure commonly used in the US,
of a household income below three times the cost of an economy food plan. As figure 15
shows, these poverty rates have decreased over 2014 and 2015, as the economy has
continued to improve. However, whilst poverty has fallen by these measures, many have
pointed to the rise of the working poor in the US. Robert Reich has made the argument
that the numbers of working poor are growing because wages at the bottom end of the US
labour market have dropped, adjusting for inflation. 52 A rising number of low-paying jobs in
retail sales, restaurants, hotels, hospitals, childcare, elder care, and other personal services,
have seen the pay of the bottom fifth is falling closer to the minimum wage. Furthermore,
with the Federal Minimum Wage remaining at $7.25, the real value of the minimum wage is
falling.
Reich makes the point that most recipients of public assistance must now work in order to
qualify. Workfare changes from the late 1990s have pushed the poor off welfare and into
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work. The Earned Income Tax Credit, (a wage subsidy) is described by Reich as ‘the nation’s
largest anti-poverty program’. 53
For Reich, new work requirements haven’t reduced the number or percentage of
Americans in poverty. Rather, they have moved poor people from being unemployed
and in poverty, to being employed and impoverished. Poverty has declined during
boom periods in the USA, but more of those in work are now in poverty than in 2000.
Figure 15: The Poverty Rate in the USA.
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Commentators have also pointed to the fact that significant numbers of Americans
are living close to the poverty line, or in a state of financial fragility or
precariousness. In the regular survey conducted by the Federal Reserve Board on the
financial health of the US population, respondents are asked how they would pay for a $400
emergency. Nearly half of respondents (47 per cent) in 2016 indicated that they
would not be able to cover this, or would have to borrow or sell something in order
to pay it. 54 This suggests that many Americans are in a precarious position in terms of their
financial status, even if many of these are not by official measures at or below the povertyline.
Indeed, finely grained measures of poverty levels reveal that more Americans are close
to the poverty line than the headline figures reported in Figure 15 suggest. Data
analysis from the Institute for Research on Poverty found that when those in ‘Near poverty’
(income between 100 and 124 percent of the poverty threshold) are included, poverty rates
increase. 17.9 percent of the overall population. 55 25.4 percent of children were in households
with ‘near poverty’ levels of income. 15.7 percent of whites, 30.1 percent of blacks; and 28.8
percent of people of Hispanic origin were in poverty or near poverty in 2015 by these
measures.
As the figures above highlight, the American labour market was significantly affected
by the economic crisis that hit the economy in December 2007 and lasted until 2010, and
53
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it is worth looking at the policy responses to the recession in more detail. During this period
there was sharp contraction in the number of workers employed and a significant increase in
the number of workers unemployed. The increase in unemployment in the US was the
largest of any of the OECD countries. 56 In absolute terms the number of workers
registered as unemployed doubled between December 2007 and October 2009. 57 Both the
Bush and incoming Obama administrations initiated large response packages, focused on
bailing out the financial sector and stimulating the economy through fiscal measures more
generally. 58 This included tax rebates for low and middle earners and tax cuts for
employers. A series of measures were also introduced by the Obama administration to raise
the eligibility period for Unemployment Insurance (UI) benefits beyond the
traditional entitlement of 26 weeks. The extension period was related to the specific
levels of unemployment in each State. For example, in late 2009, a further extension to UI
benefits increased the claimant period by 20 weeks in States where unemployment was
higher than 8.5 per cent and by 14 additional weeks in other states – up to a potential
maximum of 99 weeks. 59
Policy response to the crisis
The main policy response for the labour market, which encapsulated provisions for both
UI and job-training, was the 2009 American Recovery and Reconstruction Act
(ARRA). 60 Specifically related to UI benefits, the ARRA introduced measures that included:
an initial increase in benefits from 26-33 weeks; an increase in the weekly benefit, for a
specified period, by $25; a large package of funding for state specific support; a variety of
supports for the maintenance of health insurance for those that has lost their jobs. The ARRA
also included a number of significant provisions around job-related training, which
as a direct result of the policy response meant that Federal spending on job-training doubled
during 2009. Much of this investment focused on significantly enhancing funding for
programmes supported by the Workforce Investment Act. 61 This included: adult employment
and training activities; dislocated workers’ employment and training activities; youth
activities. In addition to this, $50 million was put into Youthbuild and $750 million was put
into job training for employment in high growth industries.
The recession in the US was long lasting and the recovery has been sluggish and
slow. Nonetheless, as the foregoing analysis has shown, more recently, the numbers in
employment have increased and the numbers unemployed decreased. Notably,
unemployment has fallen at a far more rapid rate during the recovery period than
in the European area. 62 Superficially this suggests that initial concerns of a jobless recovery
seem to have been misplaced. Yet, as Broecke et al’s (2016) analysis for the OECD
suggests, and our analysis in this chapter confirms, a number of significant
problems remain. First, whilst unemployment has declined and employed increased,
employment participation levels remain lower than those before the crisis started in
2007. Indeed, falling levels of employment participation started before the crisis hit and there
is little evidence of any upsurge during the recovery period. Second, there has been little by
way of wage recovery for the majority of the workforce. While wage levels have risen
for those at the top of end of the labour market, for those at the lower and middle of the
labour market wage levels have stagnated and inequality levels are inreasing. Again, this is
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a long-term trend. This suggests that while there has been some recovery in the American
labour market, key structural weaknesses that were evident prior to the recession remain.
Finally, while there was increased attention paid to programmes of job-related training during
the early years of the crisis, these were of relatively short duration and the overall investment
was rather low. As Broecke at al note, US spending on labour market activation measures is
low in international terms, they explain that ‘such spending was just 0.11% of GDP in 2013,
about one fifth of the OECD average, and had declined between 2008 and 2013’. 63
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3. THE STRUCTURE OF LABOUR MARKET REGULATION AND
SOCIAL PROTECTION IN THE US
KEY FINDINGS
Compared to the EU, the US labour market is lightly regulated. There are laws at a Federal
level, which regulate conditions of employment for many American employees and
workers. These cover wages, collective layoffs, health and safety, equal treatment, and
employment relations.
In the area of social protection, the US economy has traditionally adopted a laissez-faire
approach, although there are key long-standing protections around old-age protection,
family leave, unemployment and long-term disabilities.
The Patient Protection and Affordable Care Act (2010) has put in place provisions for
extending healthcare protection, particularly for the low paid, those out of work, and/or
those in poverty.
There have been a number of specific initiatives to support the development of skills in
the digital economy. This includes some support for apprenticeships and training in hightechnology and digital skills areas, as well as support for research and development are
evident in the funding of research at American universities and federal laboratories. The
most significant policy initiatives to support the digitalisation of the labour market have
come through continuous investments in the education system. A significant investment
has been made through the TechHire initiative.
Access to workplace related forms of social protection is patchy and varies considerably
by income.
3.1.

Labour market regulation in the US economy

Compared to Europe, the US labour market is characterised by weak employment protection
legislation, although the position in individual European economies is also quite diverse. 64
The low employment protection legislation index in the US has been noted elsewhere, and
compared to Europe, it is easier to dismiss workers in the US, and notice and
severance periods are lower, on average than in the EU. 65
A key distinction to be made in the US is between Federal labour law and state level
labour law. The Department of Labor (DOL) administers and enforces more than 180 federal
laws in the USA. These mandates, and the regulations that implement them, cover workplace
activities for about 10 million employers and 125 million workers in the US. 66
Here, we highlight the key federal statutes applicable to businesses, job seekers, workers,
retirees and contractors.
In the US, there is no requirement for an explicit contract of employment, unlike in
the EU. Employment is seen to be ‘at-will’ and the employer or the employee can typically
terminate the relationship at any time, for any lawful reason and without notice. 67
Wages and overtime pay are governed by the Fair Labor Standards Act (FLSA) which
covers most private and public employment. It requires employers to pay covered employees
64
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who are not otherwise exempt at least the federal minimum wage of $7.25 per hour and
overtime pay of one-and-one-half-times the regular rate of pay. Twenty nine states in
2016 had a minimum wage above this rate (see below). For nonagricultural operations, there
are restrictions on the hours that children under age 16 can work and the employment of
children under age 18 in certain jobs is forbidden where this is deemed too dangerous. 68
The Federal minimum wage was first established in 1938 at $0.25 per hour and, as noted
above, is currently $7.25. The last increase in the minimum wage was 2009 and was the last
of a series of three 70 cent increases, to $5.85 in 2007, $6.55 in 2008 and $7.25 in 2009.
Many states and local districts/ cities set minimum wages higher than the Federal
rate, with the Federal rate prevailing if the State level is set below this. Currently 29 States
plus the District of Columbia set minimum wage rates above the Federal rate,
14 states set a rate commensurate with the Federal provision, two States set rates
below the Federal level and the remaining five States have no minimum wage requirement.
The highest rate is current that of the District of Columbia at $11.50, while the lowest
minimum rates at State level are in Georgia and Wyoming ($5.15/ hour).
Bradley’s (2015) analysis shows that there are 3.3 million workers, (4.3% of all hourly paid
workers) whose wages are at or below the federal minimum wage of $7.25 per hour. Most of
these (nearly three-quarters of minimum wage workers) are age 20 or older and nearly twothirds work on a part-time basis. 69
While a number of States link the minimum wage to raises in the consumer price index, there
has been some concern over the falling value of the minimum wage in historical
terms. Adjusted for inflation, the highest real dollar value of the minimum wage
was in 1968 at $10.85, nearly 50 per cent higher than the current Federal rate. Even in
1968 this was almost commensurate with (99%) the basic poverty level against average
wages. Since 1968 the level of the minimum wage has fallen substantially below the
poverty level and has averaged around 60 per cent of the poverty level from 1989.
The 2006 hike in the minimum wage was the first agreed by Congress for over ten years, the
longest period on record that the rate was not adjusted.
At a Federal level, there are few specific requirements regarding holiday. 70 Workers have no
statutory right to paid vacations. According to one recent report which studied 16 European
countries plus Australia, Canada, Japan, New Zealand, and the United States, the 16 day
average paid vacation and paid holidays provided to workers in the private sector in the US
is lower than the minimum required by law in 19 of the 20 other countries studied. Only 49
percent of low-wage workers have paid vacation in the US, compared to 90 percent of highwage workers and part-time workers are far less likely to have paid vacations (35 percent)
than full-time workers (91 percent). Neither does the U.S. guarantee any paid legal
(sometimes called ‘bank’ or ‘statutory’) holidays, but most of the other countries in the May
et al study offer between 5 and 13 per year, in addition to paid vacation days. 71
The Occupational Safety and Health (OSH) Act regulates safety and health conditions in
most private industries and the public sector. Employers have a general duty under the OSH
Act to provide their employees with work and a workplace free from recognised, serious
hazards. OSH Agency enforces the Act through workplace inspections and investigations.
Compliance assistance and other cooperative programs also exist. 72
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There is no requirement in Federal law for employers to give advanced notice of
termination of contracts, except where this has been agreed by the company and a trade
union, or in the case of mass layoffs. Plant Closings & Mass Layoffs (involving 100 or more
workers) are subject to the Worker Adjustment and Retraining Notification Act (WARN).
WARN offers employees early warning (60 days notice, minimum) of impending layoffs or
plant closings. The Employment and Training Administration (ETA) provides information to
the public on WARN, though neither the ETA nor the Department of Labor has administrative
responsibility for the statute, which is enforced through private action in the federal courts. 73
To ensure equal treatment and prevent discrimination (around dismissal, pay and
recruitment and other aspects of employment) the US Equal Employment Opportunity
Commission 74 has a remit to enforce the Civil Rights Act, the pregnancy Discrimination Act,
The Equal Pay Act, the Age Discrimination in Employment Act and the Disabilities Act.
The National Labor Relations Board oversees rights of workers enshrined in the National
Labor Relations Act This Act sets out the general principle that employees have the right
to join a trade union and engage in collective bargaining, as well as having
protection from unfair labor practices. The Labor-Management Reporting and Disclosure
Act (LMRDA) of 1959 deals with the relationship between a union and its members. It protects
union funds and promotes union democracy by requiring labor organisations to file annual
financial reports, by requiring union officials, employers, and labor consultants to file reports
regarding certain labor relations practices, and by establishing standards for the election of
union officers. 75
US Labor legislation also states that where a union is recognised in a workplace it
must represent all workers in that workplace. Even workers that may not want to be in
a union thus have to pay a union subscription. It is important to note that this is different to
the notion of a ‘closed shop’, a model of employment in wich all employees had to join a
trade union in order to work in a firm where a union was recognised. This has been outlawed
in the USA since the Taft-Hartley Act of 1947. Employees cannot be forced to join a trade
union, yet, unions are compelled to represent all workers in a workplace where unions are
recognised. To prevent free-riding, the Taft Hartley Act put in place a provision whereby
employees who chose not to join a union would still need to pay an ‘agency fee’ equivalent
to the portion of union dues attributable to the cost of representing employees through
collective bargaining. 76
However, under the ‘right to work’ legislation, which was introduced as part of the Taft
Hartley Act in 1947, provision exists for state level jurisdiction that bans even these
‘agency fee’ elements of union subscriptions, initially mainly in the southern States.
Unions, naturally, are highly critical of such provisions as for them it encourages employee
free-riding. By the early 1960s some 20 States had ‘right to work’ status. Little
changed over the next 50 years, but a number of States have pushed through ‘right to
work’ legislation since 2010 – with Wisconsin being a notable example. Currently,
28 States have right to work status. 77 This has significant implications for union
members, as union membership levels, and more generally wages, in these states
tends to be much lower than in states that do not have such legislation. There is a strong
current amongst the Republican Party to extend the provisions of right to work across
the whole of the private sector, even though research suggests that these provisions do not
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increase business or improve employment relations in firms. 78 While the Trump
administration has yet to make any formal policy declarations in terms of labor provisions,
Trump did note during his campaign that he was in favour of right to work provisions. 79
Donovan et al (2016) note that many of these Federal level legislative instruments will
not be accessible by workers in the collaborative economy. They note that independent
contractors are not covered by minimum wage legislation, unemployment insurance
protection, and family and medical leave, and are less likely to receive voluntary employerprovided benefits than regular workers. 80
Policies to upgrade skills in the digital economy
There are a number of specific initiatives at Federal government level to upgrade skills in the
digital economy. In 2014, the Obama administration launched an American Job Training
investment Programme. This programme sought to expand apprenticeships, particularly in
high-growth fields such as information technology, high-tech services, healthcare, and
advanced manufacturing. In addition, the National Initiative for Cyber Education has been
set up in 2015 as a partnership between government, academia, and the private sector to
develop workforce skills cybersecurity education, training, and workforce development. 81
The study for the European Parliament on The Future of Work: Digitalisation in the US
Labour Market (2016) suggested that the Obama Administration had sought to support the
digitalisation of the labour market through a number of skills related policy
initiatives. 82 The main policy initiatives related to the digitalisaiton of the labour market
were considered across three fields: immigration; research and development;
continuing education initiatives. A number of attempts were made to introduce new
legislation on immigration that would enhance the supply of qualified labour. These included:
the Border, Security, Economic Opportunity and Immigration Modernization Act
(2013; S.744); The Startup Act (S. 181); the Immigration Innovation (I-Squared)
Act (2015; S.153). Against a backdrop of heightened concern with capping levels of
immigration to the US, the provisions all in some way sought to exempt highly qualified
labour and STEM graduates (those with advanced graduate degrees at Master’s level and
above) from the immigration cap, notably for those with a job or for entrepreneurs to
establish new businesses. However, given the politically sensitive nature of immigration
policy, none of the suggested Acts made it through the legislative process. Instead,
the main contribution to the US economy in terms of labour supply was a provision to allow
the spouses of high-skiled workers to work in the US – this was taken up by 180,000 people
in 2014, 55,000 in 2015 and 55,000 in 2016.
Supports for research and development are evident in the funding of research at American
universities and federal laboratories, as well as identifying key strategic areas for
investment, such as advanced manufacturing, precision medicine, advanced vehicles, new
frontiers in computing etc. The most significant policy initiatives to support the digitalisation
of the labour market were through continuous investments in the education system. A
significant investment has been made through the TechHire initiative. Launched in March
2016, TechHire aims to expand technology sectors at a local level through the development
of education and training initiatives, the fostering of local partnership and the sharing of
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resources across communities. The intial Federal commitment was for $100 million via
competitively tendered grants, and at the outset President Obama announced that
21 communities, in collaboration and with the support of 300 national employer partners,
had commited to expanding access to tech jobs and to working more closely to meet
employers’ demand for skills.
A target was set for 42 communities to sign up to TechHire in the the first year. The
actual figure for the first year was 50 participating communities, working with 600
companies 83. Following the success of the first year’s activities, the Department for Labour
resourced a further 39 public-private partnerships with grants totalling $150 million. It was
noted that:
‘The Department of Labor estimates that more than 18,000 participants will receive
services through the TechHire grant program. Over $125 million of the grants will
go to partnerships that specifically target, train, and support young people, ages
17-29. In addition, $24 million will go to partnerships that help other disadvantaged
groups with barriers to employment, including veterans, people with disabilities,
people with limited English proficiency, and people with criminal records.’ 84
There have been numerous initiatives specifically related to STEM skills. In 2015, $240
million was commited by the White House to new STEM commitments. More than $1 billion
was raised via private investment for enhancing STEM education as part of the Educate to
Innovate initiative. These investments contributed to getting 50% of the way towards
meeting the target set by President Obama of training 100, 000 new math and science
teachetolrrs by 2021. Nonetheless, it has been estimated that an additional 1 million STEM
graduates are needed by 2022. 85 In his final budget, President Obama committed a further
investment of $3 billion for dedicated STEM education programs.

3.2.

Social protection in the US economy

In the area of social protection, the US economy has historically adopted a laissez-faire
approach to welfare and protection. There are some programmes at a Federal level to
promote opportunity, mitigate risk, and improve the quality of life of individuals and families
through social development. Some have argued that these stem from a viewpoint that that
success should not be determined by birth or circumstance. Protection that is in place focuses
on the mitigation of poverty and inequality, and providing opportunities for all individuals
regardless of race, colour, ethnicity, religion, sex, national origin, disability, age, and
protected veteran status. 86
Family and Medical Leave
The Family and Medical Leave Act entitles eligible employees of covered employers to take
unpaid, job-protected leave for specified family and medical reasons. Eligible employees
are entitled to twelve workweeks of leave in a 12-month period for the birth of a child
and care associated with this in the first year; adoption/fostering; to care for the employee’s
spouse, child, or parent who has a serious health condition; for a serious health condition
that makes the employee unable to perform the essential functions of his or her job; and for
circumstances arising for a spouse, son or daughter who is on active military duty. 87
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As has been noted elsewhere, the US, is one of few countries not to provide guaranteed
paid maternity leave. 88 A study by Jorgensen and Appelbaum in 2014 noted that small
employers with less than 50 employees are exempt from the law, and employees with
less than full-year tenure with their current employer or insufficient work hours are
also not eligible. 89. Jorgensen and Appelbaum found that as a result only fifty-six percent
of private-sector employees are eligible for job-protected leave under the FMLA. 90
Tax benefits for working families
In addition there are provisions through the tax system to benefit working families. The most
notable of these, as noted in chapter 2, is the Earned income Tax Credit (EITC) which is
provided to working families on low-to-moderate income. The EITC is designed to
encourage and reward work and offset federal payroll and income taxes. To claim the credit,
a taxpayer must have earnings from a job. The credit rises with earned income until reaching
a maximum (which varies by the number of qualified children) and then phases out as
income rises further. It is targeted at supporting low income workers and families with
income below $25,000 and has an average value of around $3,000 for a family with children
and $281 for a family without children. Twenty-six states also offer a state EITC, typically
set at a percentage of the federal EITC. 91 This state level EITC is provided over and above
the Federal EITC, and is used by individual states as a means of improving wages for low
income families. In Iowa and Rhode Island, for example the state EITC is set at 15 per cent
of the level of the federal credit, whilst in Minnesota it is 25 per cent. 92
Pensions
The Social Security Act has, since the 1930s, created a social insurance program providing
benefits to the elderly, persons with disabilities, and their survivors. Currently, the
government provides benefits for retired workers from 66 years old. However, it
provides only a portion of a retiree's income needs. As in the EU, alongside the statefunded pension, individuals typically also have a combination of workplace based pensions
and private pension arrangements. 93
Unemployment benefits
Unemployed individuals in the US generally receive between 30-50 per cent of their
previous pay for a maximum period of 26 weeks (as noted in Chapter 2, extensions are
possible during economic downturns, and were implemented in the last recession). At the
end of 26 weeks, an individual who remains unemployed is left with little in the way of a
social safety net 94. This is specified in the provisions of the Federal Unemployment Tax Act
(FUTA) of 1939. Revenue for the program is provided through payroll taxes levied by both
the federal government and the states on a portion of wages paid by covered employers. 95
Since 2011, some states have enacted legislation to decrease the maximum number
of weeks of regular state unemployment benefit (Michigan, Missouri, and South

88
89
90
91
92

93
94
95

Gilpin (2015: 1); Institute for Women’s Policy Research (2014): 5
Jorgensen and Applebaum (2014): 3
Jorgensen and Appelbaum (2014): 5
Center on Budgets and Policy Priorities (2015): 1
Center on Budgets and Policy Priorities (2017): 2. http://www.cbpp.org/research/state-budget-and-tax/statescan-adopt-or-expand-earned-income-tax-credits-to-build-a
Department of Labor (2015) : 4
Department of Labor (2015) : 5
Whittaker (2016): 3

32

PE 602.026

The Employment and Social Situation in the USA

Carolina, Georgia Kansas and North Carolina) to between 25 to 12 weeks, as a result on
financial stress on unemployment compensation bills. 96
Education, disabled people
The Elementary and Secondary Education Act (1965) creates a framework for federal
assistance to high-poverty schools 97. The American Disabilities Act affords citizens with
disabling conditions protection from discrimination and mandates right to access to resources
in public spaces, in the workplace and in housing. 98
Healthcare
The US health care system has been described as a hybrid system, rather than
universal national health service, a single-payer national health insurance system, or a multipayer universal health insurance fund. 99 As AFL-CIO research notes, in 2014,
283.2 million people in the U.S. (89.6 percent of the U.S. population) had some type
of health insurance, with 66 percent of workers covered by a private health insurance plan.
Among the insured (115.4 million people), 36.5 percent of received coverage through the
U.S. government in 2014 through the Medicare system (50.5 million), which is a system of
health insurance for those who have paid into the system through payroll taxes. Around
40 per cent of those insured receive healthcare through the Medicaid (61.65 million)
system, which is the system of care for those with limited resources, or who have not paid
enough via the tax system for Medicare. 100
Most recently, the Patient Protection and Affordable Care Act (ACA - 2010), often called
Obamacare, has focused on expanding access to health care coverage, with a particular
interest in extending coverage to those 10 per cent of the population who do not have
coverage. It was a significant regulatory change to the US health care system when
proposed by the Obama administration. 101 In March, 2010, President Obama signed the
ACA into law that made hundreds of significant changes to the U.S. healthcare system
between 2011 and 2014. Provisions included in the ACA were intended to expand access to
healthcare coverage, to increase consumer protection. It emphasizes prevention and
wellness, promotes evidence- based treatment and administrative efficiency in an attempt to
curb rising healthcare costs.
From January 2014, almost all Americans were required to have some form of
health insurance from either their employer, an individual plan, or through a public
program such as Medicaid or Medicare. After this period, the total number of uninsured
adults has dropped from 41 million in 2013 to 32.3 million in 2014. The largest coverage
gains were concentrated among low-income people, people of color, and young adults, all of
whom had high uninsured rates prior to 2014. 102
The ACA also included a major expansion of the Medicaid program, although the
Supreme Court ruled in 2012 that this expansion is a state option. As of November
2015, 30 states have chosen to expand Medicaid. As of 2014, adults with incomes at or below
138 percent of the federal poverty line are now eligible for Medicaid in the states that have
adopted the expansion. Despite these initiatives, there remain considerable gaps in
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terms of access to healthcare benefits. Estimates suggest that 10 per cent of Americans
were still uninsured and those with insurance face high premium costs. 103
The costs of health insurance for the individual are considerable in the USA. There
has been debate about whether the ACA has reduced or increased these costs. Analysis of
one recent study suggests that the ‘individual mandate’ for Americans to have healthcare
insurance has increased the number of consumers looking for coverage and has not resulted
in significant increases in premiums 104. In 2009, the average annual premium was $3,480
per year for a plan that, on average, covered about 60 percent of health expenses. By 2014,
the average premium for the benchmark plan was $3,800 105. Some have pointed to the
lack of competition in healthcare insurance provision under the Affordable Care Act,
with reports suggesting that in 2017, one-in-three of the exchanges where consumers can
option their healthcare protection at state level will have just a single provider. 106
Amongst those that are in employment, access to workplace healthcare protection
also varies. Figure 16 shows the proportion of workers who have access to workplacesubsidised or provided healthcare benefits. Workers in higher wage groups are more
likely than workers in lower wage groups to have access to healthcare benefits
through their employers. In 2014, the percentage of private industry workers with access
to healthcare benefits through their employers ranged from 20 percent among the lowest
paid 10 percent to 95 percent among the highest paid 10 percent (Bureau of Labor Statistics,
2015). 107
Figure 16: Access to workplace healthcare benefits, by wage percentile, USA, 2014

Source: Bureau of Labor Statistics, 2015

Access to retirement benefits
In 2014, the percentage of private industry workers with access to retirement benefits
through their employers ranged from 27 percent among the lowest paid ten percent of
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workers to 88 percent among the highest paid 10 percent (Figure 17) 108. Retirement
benefits through employers include defined-benefit plans and defined-contribution plans 109.
Figure 17: Access to retirement benefits through employers, USA, 2014

Source: Bureau of Labor Statistics, 2015

Not only are higher-paid workers more likely to have access to retirement benefits, they
also are more likely to choose to participate in a retirement plan when their
employer offers one 110. Figure 18 reveals that among workers whose employers offered
them retirement benefits in 2014, 89 percent of workers whose wages placed them among
the top 10 percent of wage earners chose to participate in that plan. Amongst workers whose
wages placed them among the lowest paid 10 percent, the take up rate was 39 percent.
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Figure 18: Take up of retirement benefits provision for those who have access to it,
USA, 2014

Source: Bureau of Labor Statistics, 2015

Topeleski’s (2017) analysis looks at participation in workplace pensions for all
workers (public and private sector). This analysis shows that a greater percentage of
state and local public-sector workers have access to (90%) and participate in (81%) a
workplace pension plan compared to private sector workers (69 per cent and 54 per cent). 111
Topeleski also finds that more full-time workers participate in pension plans compared with
part-time workers. Among part-time civilian workers, 22% participate in a pension plan;
among full-time civilian workers, 65% participate in a pension plan.
Donovan et al (2016) note that workers in the gig-economy are less likely than other
workers to have access to, and take up, some benefits provided by employers (paid
sick leave, health insurance, retirement benefits), as these tend to be associated with
traditional employment relationships, and are less likely to be available to workers operating
in the on-depand economy, for example, as independent contractors. 112
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4. OUTLOOK: POSSIBLE REFORMS UNDER THE TRUMP
ADMINISTRATION
KEY FINDINGS
There are a number of possible developments in labour and social protection under the
Trump administration
President Trump has put forward proposals to reform family benefits, in particular putting
in place tax relief/rebates to cover a percentage of chidcare costs for working families.
The Patient Protection and Affordable Care Act (2010) put in place provisions for
extending healthcare protection, particularly for those on low income, in poverty and/or
out of work. These provisions have been debated by the Trump administration and a
repeal and alternative (Trumpcare/Ryancare) was proposed in March 2017, but has not
been passed.
There is ongoing debate about the use of foreign-born workers in employment,
particularly in high-skill areas. President Trump has sought to tighten up requirements
for the use of H1-B visas, which provide US employers with access to high-skill foreign
born workers, used in high-technology and IT areas in particular.
There is also ongoing debate about the employment status of platform economy workers,
particularly those working through driving/cab platforms such as Lyft and Uber. Key
judgements in state-level actions/cases over 2015 and 2016 have found that these
workers are independent contractors rather than employees, although both Uber and Lyft
have had to pay significant damages to workers in particular states as a result of these
cases.
There are some actions in the labour and social protection fields that take place at state
level, and this may provide an area for further action. Many states have their own
Minimum Wage, which is above the federal rate. The rate of the minimum wage is falling
in real terms and has resulted in campaigns at local and sectoral levels. Furthermore,
there have been some state level initiatives to seek to ensure that workers in the
gig/platform economy are adequately protected.

4.1.

Family benefits

As noted above, the Family and Medical Leave Act entitles eligible employees of covered
employers to take unpaid, job-protected leave for specified family and medical reasons.
Furthermore, the Tax Benefits for Working Families are designed to assist working families
on low income. During his election campaign, Donald Trump and the Republican party
set out plans to introduce additional tax rebates designed to help families with child
care costs. These have not yet been implemented or turned into specific policy proposals,
but remain an area of interest of the Trump administration. 113 Before the election his plan
set out to provide a refundable credit for low-income working parents, (single parents
earning under $31,200, couples with both parents in the labor force making under $62,400
total), and would provide qualifying families can claim the lesser of 7.65 percent of their child
care expenses or 3.825 percent of the single parent’s income or the lesser-earning spouse’s

See for example http://www.vox.com/policy-and-politics/2017/3/28/14828912/donald-ivanka-trump-child-careplan
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income, capped at the average cost of child care per state. 114 As Oh notes, the refundable
credit is, notably, not offered to low-income couples with one stay-at-home parent. Oh
reports studies which suggest that Trump’s plan would have a marginal effect on
lower-income families, citing an example of a single mother who works full time on the
minimum wage (and earning $15,000 a year), where average child care costs for a single
child would be about 55 percent of income. The tax rebate would provide $574 credit from
Trump’s plan, reducing child care expenses to 51 percent of income. 115
4.2.

Research and skills development

President Trump´s budget proposal includes massive cuts to research and skills
development. The budget for the Department of Education could be cut by $9.2 billion.
Equally Active Labour Market Programmes may be affected as the Department of Labor would
have its budget cut by 21% or $2.5 billion. Cuts would include the ending of some of the
local TechHire initiatives, if not all of them.
On the other hand, the Trump administration has expressed an interest and concern in
developing vocational education, although specific proposals and policies in this area
have not yet been formulated. Nonetheless, during the recent visit to the US of Chancellor
Merkel from Germany, a meeting was convened between Trump (plus his daughter Ivanka
Trump), Chancellor Merkel and business leaders and representatives of both countries. 116
At the meeting, President Trump noted the importance of investing in vocational
training for the US workforce, and highlighted the success of the German
apprenticeship system, as a potential model to follow noting:
‘We must embrace new and effective job-training approaches, including online courses,
high school curriculums, and private-sector investment that prepare people for trade,
manufacturing, technology, and other really well-paying jobs and careers. These kinds of
options can be a positive alternative to a four-year degree….companies across the country
have a chance to develop vocational training programs that will meet their growing needs
and to help us achieve greater prosperity. The German apprenticeship model is one of the
proven programs to developing a highly skilled workforce. Germany has been amazing at
this, and I’m glad that the leaders of so many companies represented today have recently
launched successful programs right here in the United States.’ 117
At the end of the meeting Ivanka Trump indicated that executives would be
forming a taskforce (to report within 3 months) that will put together proposals for
programmes that could be expanded and ways the countries can work together. 118
4.3.

The Affordable Care Act– revisions and the Trumpcare/Ryancare proposal

Since President Trump has taken office, there has been some speculation about the extent
to which social protection measures in place would be altered.
Most attention has focused on proposals outlined during the election campaign by the
Trump team to scrap the Affordable Care Act and replace it with an alternative. In early
February 2017, President Trump signed an executive order to ‘minimize the
unwarranted economic and regulatory burdens of the [Affordable Care] Act.’ This
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has been variously called TrumpCare and RyanCare, after the principal advocates of the
proposals.
As Blake (2017) notes, executive orders are ‘an official statement from the president about
how the federal agencies he oversees are to use their resources’. 119 They instruct the
government about ‘how it is to work within the parameters that are already set by Congress
and the Constitution.’ 120 These executive orders are not laws in themselves, but they
establish an issue as a priority, and direct departments to use resources to address that
priority. They are subject to judicial review and can be overturned. Blake (2017) notes that
new Presidents do tend to use executive orders in the early days of their administrations
(President Obama signed 16 in January and February 2009, for example). An Executive
Order around the ACA was issued in January 2017. Adler (2017) argues that this was
essentially a communication strategy to Federal agencies to take action to repeal the ACA,
‘to minimize the unwarranted economic and regulatory burdens of the Act, and prepare to
afford the States more flexibility and control to create a more free and open healthcare
market.’ 121 This led to a Healthcare Bill (commonly called TrumpCare or RyanCare) which
would have replaced the ACA with a healthcare insurance system that President Trump felt
was easier to administer, and provided states with more flexibility in how it operated. This
was to be the subject of a Congressional vote on March 24th 2017.
As noted in chapter 3, since January 2014, each citizen in the USA has an individual mandate
to have healthcare protection, and this has been supported by an extension to the Medicaid
programme at federal and state level. The specific proposals set out under
TrumpCare/RyanCare were to make cuts to funding for Medicaid, and also removing
the Federal Mandate from the Affordable Care Act that required that health
insurance plans covered essential health benefits such as maternity care and
mental healthcare. Penalties/fines for failing to obtain medical insurance would
also be removed. In addition individual states would now no longer be compelled
to expand Medicaid enrolment. 122
The effects of this are the subject of some debate, however, one objective report, from the
Congressional Budget Office 123 finds that 14 million more Americans would be
uninsured under these proposals in 2018, rising to 24 million more by 2026. This is
because some of those who had taken up insurance to avoid a fine would no longer take up
insurance. Further, some states would reduce their expansion of Medicaid, and would cut
back on their spending in this area, resulting in less ocverage for low-income households.
The cost for individual health plans wold also rise, argues the CBO. By 2026, 52 million US
citizens would be uninsured under these proposals, compared to 26 million under current
law. 124
However, the proposed bill was ultimately not voted on on 24th March 2017, as
President Trump was unable to secure enough support to ensure the passage of the bill. It is
unclear now whether the Trump administration will look to alternative mechanisms for
overhauling the ACA.
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4.4.

Fostering of domestic hiring

Another area of current and future interest for the Trump administration is the use of highly
skilled foreign workers. In early 2017, an executive order was drafted to overhaul work visas,
in particular the H-1B visa program. Around 400,000 workers are on H1-B visas at
present 125. These visas are used in high-technology/high/skills areas, like biotechnology,
and information technology. Some workers transition onto more permanent working visa
arrangements (green cards) after this. There are 85,000 H1-B visas per year, and
applications are at 3 times this level. Trump has argued that technology companies need to
develop their own internal ‘home-grown’ talent, however, for many employers, these H1-B
visa are seen as a vital way to access workers, in the face of skills shortages. Indeed, many
Republicans support such visas. In April 2017, Homeland Security announced new measures
to prevent fraud in this field. 126 One report suggests that the new administration will impose
stricter requirements from employers to demonstrate that they cannot hire American-born
workers for high-skill posts, before being able to secure a foreign-born worker on a H1-B
visa. 127
4.5.

Employment status of on-demand service providers

The employment status of on-demand service providers in the collaborative
economy is a continuing area of interest. As Donovan et al (2016) note, and as has been
reported in Chapter 3 above, independent contractors are generally not covered by Federal
legislation giving rights thrugh the Fair Labor Standards Act. 128
In addition the National Labor Relations Act (NLRA) recognizes a right to engage in collective
bargaining for most employees in the private sector. 129Two cases are worth considering
here, as they do shed light on emerging views about the status and rights of gig economy
workers, and the strategies being pursued by individual on demand companies. In 2016,
Lyft (an on-demand cab service) agreed to a settlement in a lawsuit brought by
drivers in California who sought to be classified as employees rather than
independent contractors 130. This follows a similar case in July 2015 in Florida where a
worker maintained that Lyft controls the manner and means by which all drivers accomplish
their work, and restricts drivers’ ability to work by permitting them to work only certain hours
each day. 131. In the California case, Lyft settled, agreed to provide some additional driver
benefits, but still withheld employee status, and maintaining that their drivers were
independent contractors. $12.25 million damages will be shared between drivers in
California, paid out in proportion to how much time each driver has spent driving for Lyft in
the state.
In a second case, in 2016, again involving a driving firm in the gig economy in California,
Uber, $ 100 million will be paid to drivers represented in the cases. Those taking the case
had argued that as Uber drivers, they should be classified as employees. The settlement
determined that Uber could continue to classify their drivers as independent
contractors, but that they must pay $84 million to roughly 385,000 drivers, with a second
payment of $16 million due if Uber goes public and its valuation increases by 150% or
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more. 132 As McCormick notes, this judgement, runs counter to the judgement in 2015, again
in California, that found that a single Uber driver was an employee of the company. The
more recent settlement (involving many more drivers) is seen to be much more
wide-ranging.
4.6.

State level initiatives

There are noteworthy examples in single cities and states to tackle a range of current societal
problems, such as climate change and health. Often these initiaves seek to overcome
challenges and difficulties of addressing issues at a Federal level. In the area of climate
change, for example, US states have taken on a range of actions to reduce greenhouse gases.
Some suggest that states and cities can act as ‘policy laboratories’ devloping
agendas and initiatives that serve as models for Federal action 133. States also vary in
the extent to which they emit greenhouse gases, thus a ‘local’ approach may be better suited
to tackling such issues. However, states have limited resources to tackle what are often seen
as national level or international issues. 134 As Hoppe (2016) has argued, in relation to climate
change policies, the state level is highly appropriate for climate change interventions, and
there has been some success in US states in pushing ahead with climate change agendas.
This ‘local’ or state level of intervention may be suitable for developing labour and social
protection in the US, although the tensions outlined above around local responses, in the
context of limited local/state level resources is an issue.
The Federal minimum wage
The Federal minimum wage was first established in 1938 at $0.25 per hour and, as noted
above, is currently $7.25. The last increase in the minimum wage was 2009 and was the last
of a series of three 70 cent increases, to $5.85 in 2007, $6.55 in 2008 and $7.25 in 2009.
Many states and local districts/ cities set minimum wages higher than the Federal
rate, with the Federal rate prevailing if the State level is set below this. Currently 29 States
plus the District of Columbia set minimum wage rates above the Federal rate, 14 states set
a rate commensurate with the Federal provision, two States set rates below the Federal level
and the remaining five States have no minimum wage requirement. The highest rate is
current that of the District of Columbia at $11.50, while the lowest minimum rates at State
level are in Georgia and Wyoming ($5.15/ hour).
While a number of States link the minimum wage to raises in the consumer price index, there
has been some concern over the falling value of the minimum wage in historical terms.
Adjusted for inflation, the highest real dollar value of the minimum wage was in
1968 at $10.85, nearly 50 per cent higher than the current Federal rate. Even in 1968 this
was almost commensurate with (99%) the basic poverty level against average wages. Since
1968 the level of the minimum wage has fallen substantially below the poverty
level and has averaged around 60 per cent of the poverty level from 1989. The 2006
hike in the minimum wage was the first agreed by Congress for over ten years, the longest
period on record that the rate was not adjusted.
In response to the declining value of the minimum wage and general rise in low wage work,
the labour movement has established a nationwide campaign around raising basic
wages to $15 per hour ‘the Fight for $15’. The campaign started with walkouts by fast food
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workers in established franchises in New York City but spread more widely, with a number of
significant victories. According to the New York Times ‘In 2017, 12 million workers will get
raises as seven states and 18 cities and counties begin phasing in higher minimums approved
in 2016’. 135 In all, 30 states have now set their minimums higher than the federal
level of $7.25 an hour. A number of key states and cities (e.g. Washington DC, California
cities, New York City) have either raised or are phasing in increases up to $15 per hour over
the next few years.
The current Trump administration has given no indication that there will be raises to the
Federal Minimum Wage.
State level initiatives under the Affordable Care Act
The possibilities and challenges of state level approaches to social protection can
be seen with Affordable Care Act. Before the Affordable Care Act, insurance companies
in most states were free to charge consumers a price for coverage based on many factors,
including health status, gender, and occupation. The ACA limits the factors that insurers can
consider when pricing coverage. It is no longer possible for insurers to charge more to a
person with a preexisting medical condition. Instead, premiums must be the same for
everyone community-wide, adjusted only for: whether the plan covers an individual or
family; age; tobacco use, and where people live in a state. 136 The limits on what can be
charged by insurers to take account of these factors is determined at a state-by
state level. A study by the Commonwealth Fund in 2014 found that within the bounds set
by the federal government, most states customised at least some aspect of their individual
market rating requirements, and that in setting state-level standards, regulators were most
often motivated by a goal of minimising market disruption, whilst trying to maximise
protection and continuity for workers. This in practice meant that federal rules for age and
tobacco ratings were used to ensure a smooth transition from the pre-reform period, with a
few states, (Arkansas, California, and Connecticut) reducing or eliminating tobacco ratings
for some groups to help ensure affordable coverage options for residents. 137
State level initiatives to support on-demand workers in the digital economy
The challenges of supporting and protecting workers in the on-demand and
platform economy are increasingly being recognised to have state-level dimensions
and challenges to them. As noted in Chapter 3, Federal legislation and rights typically do
not apply to independent contractors. 138 Furthermore, some have noted that aggressive
lobbying by on-demand firms and platforms have resulted in state-level employment tests,
designed specifically for on-demand companies, particularly transportation providers. The
National Employment Law Project (NELP, 2017) notes that twenty-three states
have created special employment tests that apply only to on-demand cab service
companies, for example and that exempt these companies, in most or all cases, from
obligations to pay minimum wage, or to make payroll deductions for state workers’
compensation and unemployment insurance. 139 As they note, ‘this effectively ensures
that these companies are off the hook for all labor and employment and tax rules.’ 140
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The NELP report argues that state officials should look to: focus on enforcing existing laws,
which do in some cases cover on-demand workers. They should also look to providing clearer
and more expansive definitions of “employee” in their states’ workplace laws, extending
workplace protections to true freelancers, and making companies responsible for workers
hired through labor intermediaries. 141 States, argue NELP, should also issue guidance or
conduct audits of on-demand companies suspected of misclassifying workers. NELP also
argues that states might seek to declare affirmatively that certain workers who are frequently
misclassified, are entitled to critical labour protections – this might include workers in the
ride-sharing sector, or in delivery of fast-food or parcels, where misclassification is common.
States, argue NELP, have an important role to play in developing leigislation here, since many
companies and platforms are adopting state-by-state activities (lobbying, aggressive
marketing) to exploit gaps and differences in protection state-by-state. 142
Improving the operation of the market through state-level activities
Other initiatives at a state level have sought to improve the way that markets operate,
in particular addressing information asymmetries, and knowledge and skills gaps, with
possible indirect long-term effects on social protection. Financial Empowerment initiatives,
for example, are popular in a number of states. They are seen as a means through which
poverty may be tackled. 143 In Philadelphia, for example, Philadelphia Financial
Empowerment Centers have worked with neighbourhood social networks to share
information with residents about how to create and stick to a budget, build and repair credit,
and protect against identity theft. These initiatives will not neceesarily directly increase social
protection, but it is argued by advocates that these programmes, at a local level, can build
more financially-aware neighborhoods by connecting with local residents and providing
practical financial advice.
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